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Over the past 60 years, research in finance has made significant strides in developing ever more complex theories to guide managerial decision making toward the maximization of shareholder wealth. Theoretical advances in the areas of corporate finance, asset pricing, and risk management have been nothing short of impressive. Nevertheless, much remains to be learned about how managers actually make financial decisions. Despite the enormous advances made toward understanding financial management, many aspects of financial decision-making are still not well understood. Hence, the investigation of the practice of finance continues to be an important area of research.
We present a systematic method of translation and content validation for the Duke Special Survey on Corporate Policy (Graham and Harvey, 2001) , which has been used in North America and Europe, for future administration in Brazil. Our goal is to construct a questionnaire that will effectively measure, as closely as possible, precisely the same aspects as the original instrument but in the Brazilian cultural context. This is of utmost importance given the need for cross-country comparative studies to better understand the financial decision-making process in different environments. To the best of our knowledge, such techniques have not been specifically employed in finance thus far. These methods have dramatic implications for empirical studies in finance and for new financial theory-building. Although other sciences (such as psychology) and even other business disciplines (such as marketing) have long employed these techniques as part of their research toolbox, finance research has yet to incorporate rigorous validation techniques to its field studies. This paper aims to fill this void in the financial literature.
This study follows a recent wave of field studies in finance (e.g. Graham and Harvey, 2001; Brounen et al., 2004; Bancel and Mittoo, 2004; Brav et al., 2005 ) that aim at narrowing the gap between academics and practitioners. In particular, we focus on the translation and validation of a survey instrument for use in cross-country comparative studies. This is of particular importance given that, in contrast to the literature based on ex-post data, the practice of finance in emerging markets has been largely ignored in the finance literature.
Emerging markets may serve as convenient laboratories for understanding problems in finance relevant to developed markets as well. Volatile economic conditions, less liquid capital markets, highly concentrated firm ownership, a non-negligible share of state-owned firms, inefficient and weak institutions, poor monitoring practices, financing restrictions, and large amounts of information asymmetry are among the many distinct features of such markets. Such imperfections exacerbate issues that are thought to be important for financial decision-making and, as such, highlight the difficulties that may lie in the financial executive's path. Myers (2003) underscores the challenges for building financial theory in such an environment:
The leading theories of financing all assume that firms have access to reasonably well-functioning capital markets and to modern financial institutions. This assumption is not always true. It may not hold for small, private firms in the USA. It clearly does not hold in many other countries. . . . We are used to thinking of markets and institutions adapting to the financing needs and objectives of corporations. But in many countries adaptation is blocked by severe agency problems or by government restrictions. Nevertheless, public stock markets exist in nearly every country. . . . Most capital structure theory was developed for public USA corporations. Even in that well-structured setting, no general theory emerges. (pp. 246-7) Rather than producing yet another survey, we seek to make use of the same questionnaire previously administered to North American and European financial executives, in order The GrahamHarvey survey to allow for direct comparisons across countries. Such comparisons will allow us to infer how the distinct economic environment of emerging markets helps shape the practice of finance in these countries. In order to achieve such comparability, it is necessary to ensure that the survey questions have the same meaning for respondents despite differences in language, culture, and institutional setting. Graham and Harvey (2001) draw attention to the potential problems inherent in a survey approach: "Surveys measure beliefs and not necessarily actions. Survey analysis faces the risk that the respondents are not representative of the population of firms, or that the survey questions are misunderstood." (p. 189). It is therefore imperative that the survey researcher takes all possible steps to minimize individual subjectivity interference in the translation, administration, and interpretation of the survey.
Administering a questionnaire originally designed for a particular culture in a different cultural context is a particularly delicate task. Therefore, in this paper we borrow and benefit from the vast experience of the field of psychology with the aim of ensuring that the translated instrument indeed measures the same variables as the original. In particular, we followed the methods proposed by Vallerand (1989) and Hernández-Nieto (2002) . In this manner, we seek to ensure that when the survey instrument is administered in Brazil, it will have the same meaning as the one that has been employed in research in North America and Europe.
This paper contributes to the literature in several ways. First, it explores the field study method in finance, which to date remains a relatively rare approach in this discipline. Second, it focuses on an emerging market context, which is even rarer in this field. Third, it borrows from the vast experience of psychology research in the rigorous translation and validation of survey instruments; something that, to the best of our knowledge, has never been attempted before in finance. Finally, by employing exactly the same questionnaire used in previous research in North America and Europe, this study highlights the similarities and differences in the interpretation of questions between emerging and developed markets.
The remainder of the paper is presented in three parts. The first section details the research method and procedures used. The second section presents and discusses the results. The last section concludes the paper and highlights the value of this instrument for use in future research.
Research design
Ethical, methodological, and statistical procedures are employed to provide an answer to the main research question. These procedures are described next.
Ethical procedures
The first step taken to translate the Duke Special Survey on Corporate Policy from the original English into Portuguese was to obtain the permission of the authors of the North American (Graham and Harvey, 2001) and European (Brounen et al., 2004) studies. We then chose to administer the extended European version in Brazil, because it includes two additional questions on corporate governance.
The research itself relied on the voluntary support of eighteen financial professionals consisting of both academics and practitioners. Participants were assured that all information provided would remain confidential and that it would be used exclusively for scientific purposes in accordance with the guidelines of the IJMF 3,1
Universidade do Vale dos Sinos's Research Ethics Committee. Moreover, any release of information would be anonymous and in conjunction with other participants' answers. Finally, it was assured that participants would be exempt from any responsibility for the opinions expressed in any publication resulting from this research.
Assuring research participants that their responses will remain anonymous is important for several reasons. First, some financial information may be considered strategic to the firm, and its indiscriminate release may be seen as inappropriate. In such situations, if anonymity is not guaranteed, respondents may refrain from answering certain questions or may answer untruthfully. Second, given that public firms are committed to fair disclosure, their answers to a private questionnaire may be regarded as a disclosure breach. Finally, managers may become legally liable for the disclosure of insider information that might leak into the market.
The instrument
The research instrument is comprised of a list of 17 questions containing a total of 188 sub-items. Among these, 11 questions include open-ended sub-items in which the respondent is given the opportunity to complement his/her answer and the last question addresses the characterization of the company and the respondent and contains 50 sub-items that are not subject to the analyses presented here. Therefore, for the statistical evaluation of content validity only the remaining 126 sub-items are analyzed. The questionnaire is divided across four theoretical dimensions (Capital Budgeting, Cost of Capital, Capital Structure, and Corporate Governance).
Translation procedures
The translation procedures employed are similar to those used by Vallerand (1989) in his research. According to this author, the cross-cultural use of questionnaires incorporates important methodological aspects of research and the translation of instruments must be carried out in a systematic manner. It must be taken into account that the instrument will be administered in a different setting, which includes differences in language, values, culture, customs, and social context. Therefore, Vallerand (1989) suggests the following alternatives:
. employing the instrument in its original language (English in this case), which may limit the population of respondents;
. developing a new instrument in the alternative language (Portuguese in this case), which may reduce comparability to the original survey; or . validating the original instrument in the alternative language in the population of interest (in this case, Brazilian), according to its metric properties. This paper implements the third alternative in three distinct phases so that the translated questionnaire may be used for international comparisons. Figure 1 presents the sequence of steps that must be followed in order to obtain a valid version of the original questionnaire in another language: preparation of the preliminary version, consolidation of the preliminary version, and content validity testing. The first two steps concern the translation of the questionnaire while the last one concerns the statistical validation procedure. Next, we describe how each of these phases is conducted in this study.
The GrahamHarvey survey 1.3.1. Preparation of the preliminary version. In preparing the preliminary version of the questionnaire, three alternative techniques are possible (Vallerand, 1989) :
(1) Traditional translation: this technique may result in differences in interpretation between the original version and the translated version because of language, psychological, and knowledge biases of the researchers. Even when employing "neutral" certified translators, this technique may result in substantial biases. Despite these shortcomings, this technique is the most frequently employed. (2) Committee translation: this technique offers some safeguards against individual researcher bias, since the translation is discussed in a committee or translation group. However, despite the group discussions, it is possible that biases persist in the instrument. The active participation of the authors of the original questionnaire in the committee discussions is one means of ensuring that the translated version remains faithful to the original. However, group discussions are often lengthy and subjective, and consensus is often hard to achieve. (3) Backtranslation: this technique relies on multiple translators working individually and an independent committee that evaluates their work. The first step is to obtain one or more translations of the original instrument into the language of interest. This task is usually assigned to bilingual individuals familiar with the subject (i.e. the jargon) of the questionnaire. The translated version is then translated back into the original language, and an independent committee evaluates the faithfulness of the backtranslated version to the original instrument, providing any adjustments regarded as necessary. It is imperative that the backtranslators do not have access to the original instrument or even knowledge of it. If the backtranslated version is similar to the original version in wording and meaning, then the translation process has been successful. If differences exist between the backtranslated version and the original, the committee must provide changes in the translated version or even require new translations of the same instrument for comparison and consolidation into a new version. Given the systematic procedure and Vallerand (1989) , an independent committee of three people, none of whom is one of the translators, should be formed. In this phase, the equivalence in wording and meaning between the original and backtranslated questionnaires is verified. This phase is crucial to the achievement of an accurate translation because it results in a working version of the instrument. In order to reduce individual biases, this task is performed by consensus. The presence of one of the original translators as a consultant is desirable in order to clarify any questions the committee may have.
The procedure involves two steps:
(1) Backtranslated versions are compared to each other and to the original instrument. If the questions are identical, i.e. have exactly the same wording, the item is approved and the committee moves on to the next question. (2) If there are differences in wording, the committee must evaluate whether there are any differences in meaning. If there are differences in meaning, the committee must examine which of the versions is closest to the original instrument, and make adjustments in the translated version. Differences in meaning often result from a literal translation of a term or expression that may then diverge in meaning from the original intent of the questionnaire.
In this study, an independent committee of three people evaluated the three backtranslated versions against the original version of the instrument, and made adjustments to the Portuguese translation where they thought necessary. The committee consisted of two finance faculty members (one of whom has extensive executive experience) and a finance graduate student. One of the original translators stood by in order to clarify any questions of the committee. All perceived differences in wording and meaning were discussed by the committee, which then suggested modifications in the Portuguese version of the questionnaire.
Content validity procedures
According to Hoppen et al. (1997) , there are two techniques that can be used to evaluate the content validity of a questionnaire: pre-tests using a sample of subjects or evaluation by a panel of judges. In this step, the clarity of language and practical pertinence of each question is evaluated. Content validity is subjective and
The GrahamHarvey survey non-quantitative in the strictest sense of the term and verifies whether the instrument indeed measures the content it sets out to measure (Vallerand, 1989) .
With the objective of making the instrument as clear as possible, we choose to evaluate content validity of the instrument by employing a panel of 10 judges [2] . Each judge was provided with an evaluation sheet encompassing three criteria:
(1) Clarity of language: Evaluates the language used in the questionnaire, keeping in mind the target population of financial executives. As such, the judges were asked: "Do you believe that the questions are clear enough and therefore understandable to this population? To what extent?". (2) Practical pertinence: Evaluates the relevance of the question to the daily activities of the average financial manager. This is particularly important when the population comprises small, unlisted, and family firms. Specifically, the judges were asked: "Do you believe that this item is pertinent to this population? To what extent?". (3) Theoretical dimension: Evaluates the relevance of the question to one of the four subject matter areas that the questionnaire addresses (Capital Budgeting, Cost of Capital, Capital Structure, or Corporate Governance). The judges were asked: "Which theoretical dimension do you think this question belongs to? Please mark only the one that BEST describes the item".
Instructions to the judges included a five point Likert scale[3] for rating clarity of language and practical pertinence and a coded letter system (A, B, C, and D) for classifying the four theoretical dimensions (see Table I ). The questionnaire also allowed the judges to provide additional comments on any specific question. An English translation of the evaluation sheet is presented in Appendix 1 ( Figure A1 ). The evaluation sheet was sent to each judge along with a cover letter stating the purpose of the research, the confidentiality policy, and the return address. The judges consisted of five academics and five Chief Financial Officers (CFOs), none of whom had participated in the previous parts of the process.
The selection criteria for these judges were experience in academic or executive positions, and diversity in terms of educational background and industry experience. We selected five academics with geographically diverse doctoral education backgrounds: one is a graduate from a Brazilian university, one is a graduate from a United States (US) university, one graduated from a university in France, and two are graduates of joint programs between Brazilian universities and, respectively, a US university and a British one. All of them have been actively publishing in the areas of corporate finance and capital markets for the past 10 years. We also selected five CFOs from different types of companies: one was from a large state-owned bank, one was from a large industrial Brazilian-owned Multinational Enterprise (MNE), one was from a Brazilian subsidiary of a foreign-owned industrial MNE, and two were from privately-owned, domestic-market-only industrial Brazilian firms. All CFOs have more than 10 years of experience as financial executives.
A detailed account of the response rate and usability of these evaluations is presented in Table II . Two CFOs and one academic did not return their evaluation sheets despite several reminders from the research team. All of the remaining seven returned sheets had some incomplete items, and it was decided that only the five most complete evaluation sheets should be utilized for the analysis that follows. Of these five, three evaluations were from academics and two were from CFOs. In addition to the content validity analysis, these evaluations highlighted many aspects of the translation that were unclear to the CFOs, allowing for improvement in the wording of the questionnaire.
In order to evaluate the content validity of clarity of language and practical pertinence, we employed the Content Validity Coefficient (CVC) proposed by Hernández-Nieto (2002) . This coefficient measures the degree of concordance among the judges regarding each question, as well as for the survey instrument as a whole. This coefficient also evaluates the validity of content that is lacking in other methods such as Cohen's Kappa[4] . Hernández-Nieto (2002) recommends a minimum of three and a maximum of five judges, and use of a five point Likert scale[5] . If a given question is deemed unsatisfactory in terms of clarity of language, it must be adjusted before the questionnaire is administered to the population. If a given question is deemed unsatisfactory in terms of practical pertinence, it must be disregarded in the analysis of the results of the survey.
Following Hernández-Nieto, the CVC is computed as follows:Given the judges scores, the average score of each item is computed (Mx):
where P x i is the sum of the judges' scores for a given item and J is the number of judges that evaluated it.
Based on the average score, the individual CVC is computed to each item (CVC i ):
where V máx represents the maximum score that the item could achieve. The error (Pe i ) is calculated for each item in order to account for any possible bias of the judges as:
Given the above, the final CVC for each item (CVC c ) is:
The overall CVC for the whole instrument (CVC t ) for both evaluated aspects (clarity of language and practical pertinence) is calculated as:
where Mcvc i stands for the average of the content validity coefficients of the items in the questionnaire (CVC t ) and Mpe i is the average of the items' errors (Pe i ). Hernández-Nieto (2002) recommends that only questions whose CVC c exceeds 0.8 are acceptable. However, given the judges differences in background (academics versus executives), we use a critical value of 0.7 following Balbinotti (2004) . Thus, any item whose CVC c falls short of 0.7 is deemed unsatisfactory while items between 0.7 and 0.8 are considered borderline.
The adherence of the questions to a given theoretical dimension is evaluated by inspecting the concordance of the judges. In the case of a tie, the item is classified as ambiguous. Finally, the adjusted questionnaire must be formatted in a similar fashion to the original one, as substantially different formats may yield different survey results (Vallerand, 1989 ).
Results
The scores obtained from the judges for the translated version of the Duke Special Survey on Corporate Policy are analyzed according to the psychometrics literature (Balbinotti, 2004; Hernández-Nieto, 2002; Vallerand, 1989) . As mentioned above, these judges were selected among experienced faculty members in the area of finance and CFO's of large Brazil-based corporations.
We present the results of the analysis in Table III for the three aspects evaluated, clarity of language (CL), practical pertinence (PP), and theoretical dimension (TD), as well as the CVC for the questionnaire as a whole. A detailed table transcribing the original English and Portuguese translation of the instrument, as well as the coefficients of content validity is presented in Appendix 2 (Table AI) .
Clarity of language
Among the items examined for clarity of language, 17 out of 126 (13.5 percent) questions and sub-items could not be assessed because they were not evaluated by a minimum of three of the five judges (Hernández-Nieto, 2002) . Sub-items of question 12 ("What factors affect how you choose the appropriate amount of debt for your firm?") stand out in this respect, containing almost a quarter of the unusable sub-items. As will be discussed shortly, this might be due to the wording of the statement itself or, more likely, to the particular characteristics of the Brazilian financial market. Among the evaluated questions, only 3 (2.4 percent) failed to reach the critical value of 0.7, and are therefore considered unsatisfactory (sub-items 1D, 4J and 5F). For the most part the judges concurred in their evaluation of the wording of the questionnaire. Moreover, 87 (69.0 percent) of the clarity of language scores are above the 0.8 threshold. In order to verify the instrument's overall content validity in terms of clarity of language, we computed the total CVC t . Its value of 0.86 suggests that, on the whole, the questionnaire is clear enough to be administered to Brazilian CFOs. Table III shows that the judges did not evaluate 22 out of 126 (17.5 percent) of the questions and sub-items for practical pertinence. Again, question 12 stands out, accounting for almost two fifths of the missing scores.
Practical pertinence
For those items with a sufficient number of responses to compute the CVC c , 12 (9.5 percent) fail to reach the critical value of 0.7. Two questions stand out in this respect The GrahamHarvey survey because many sub-items revealed unsatisfactory scores: question 10 ("Has your firm seriously considered issuing common stock?"), and the evaluated parts of question 12. An additional 23 sub-items (18.3 percent) received borderline scores (between 0.7 and 0.8).
We believe that to properly interpret these results the structural characteristics of the Brazilian financial market must be taken into consideration. First, given the financial restrictions that most firms are faced with in Brazil, the "choice" of issuing public debt and equity instruments is not available to most companies. In Brazil, bank credit accounts for most of the corporate financing, and bond markets are thin and illiquid. The central and state governments' chronic deficits crowd out the private sector in the public credit market. High real interest rate spreads discourage most firms from issuing debt, thus inhibiting corporate investment. Legal protection of creditors and minority stockholders is weak. Finally, the stock market is underdeveloped and small, with the most frequently traded securities in the stock market consisting of non-voting preferred stocks; common stocks are generally illiquid and closely held by the controlling shareholders. In such a setting, questions 10 and 12 do not accurately describe the reality of the average Brazilian CFO. This constitutes an important consideration in applying the Duke Special Survey on Corporate Policy to emerging economies where the financial markets lack the development, liquidity, and depth found in more developed economies.
In order to assess how pertinent the questionnaire is overall, we compute the average CVC t for the practical pertinence aspect. The value of 0.82 indicates that the judges' scores do not diverge by a large margin, suggesting that the overall instrument is pertinent. Again, caution must be used in interpreting any results for those items whose CVC c scores are below 0.7.
Theoretical dimension
Theoretical adherence of the questions to the four main concepts explored in the instrument (Capital Budgeting, Cost of Capital, Capital Structure, and Corporate Governance) is assessed by asking the judges to classify each item in the instrument into one of these dimensions. Not surprisingly, the results are extremely consistent. Only 7 (5.6 percent) of the items were ambiguously classified. Even in those cases, each item dealt with no more than two theoretical concepts. For instance, sub-item 9B ("Protecting bondholders against unfavorable actions by managers or stockholders") addresses both the concepts of Capital Structure and Corporate Governance.
It is interesting that the judges felt comfortable classifying the questions according to theory, but refrained from grading the very same items in terms of practical pertinence to their daily activities. While a more conclusive interpretation would necessitate further investigation, we speculate that such behavior from our judges may serve as an indication of the gap between theory and practice of finance in Brazil.
Discussion
According to the judges' evaluations, the translated survey instrument is for the most part clear, pertinent, and well-aligned in terms of theory. It may be of interest to look at those items that the judges did not rate, and those whose CVC c are below the critical value of 0.7.
Inspecting Table III and Appendix 2 (Table AI) in detail, it can be observed that most items left blank by the judges are related to financial tools and concerns that are common in developed markets but not so common in emerging markets. For instance, unrated items are associated with the following terms: "adjusted present value", "real IJMF 3,1 options", "credit ratings", "bondholder protection", "earnings per share dilution", "investor personal taxation", "retiring debt", and "sustainable growth". Items that failed to reach the critical level of CVC c are also associated with more advanced terms such as: "earnings multiples", "momentum", "borrowing and riskiness", "investor attraction", and "employee stock options".
It is interesting to note that such terms are often used in large, liquid, and sophisticated financial markets, where corporate governance concerns are at the top of the financial manager's priorities -but this is hardly the case in an emerging market. These findings suggest that the lesser developed institutional environment of the Brazilian financial market affects managers' financial decisions. A better understanding of such market imperfections is important for the interpretation of the survey's results, as well as for the development of new financial theories.
In summary, the content validity of the translated version of the Duke Special Survey on Corporate Policy for use in Brazil is generally satisfactory. However, it is clear from our analysis that a few items may prove to be a challenge for the Brazilian CFO to answer, particularly those questions concerning features that are uncommon in the Brazilian financial market. In administering this survey, these items should either be suppressed or, if asked, the answers should be interpreted with extreme caution since they do not reflect the average Brazilian CFO's reality.
Summary and concluding remarks
This study demonstrates a procedure for scientific translation and content validation of a questionnaire originally designed for a survey in North America in order to produce an instrument suitable for administration in Brazil. We followed the psychometrics literature in our method. The translation of the survey instrument was performed by the technique of backtranslation, as a means to assure the faithfulness of the wording to the original survey. Next, a panel of experts served as judges to evaluate the clarity of language, the practical pertinence, and the theoretical dimensions of the questionnaire. The coefficients of content validity for each survey item and for the instrument as a whole were computed and it was found that, with only a few exceptions, the instrument is ready to be administered to Brazilian CFOs.
The use of formal techniques in the translation and validation of questionnaires constitutes a distinct contribution to the discipline of finance. Field research in corporate finance enables a better understanding of the decision-making process of financial managers. Cross-cultural field research may help highlight the role of the legal, institutional, and macroeconomic frameworks in the financial manager's decisions. Therefore, cross-country comparative field studies are necessary. However, in order for such studies to allow for meaningful cross-cultural comparisons, researchers must ensure that they are asking the same questions in different cultural contexts. The techniques exemplified in this study are an important way of meeting this challenge [6] .
Notes
1. We have relied mostly on academics throughout this research. We aggressively tried to obtain the cooperation of financial executives in the implementation of this research, but we were not as successful as we would have liked. One reason is that academics are more likely to comprehend the importance of academic research. We realize that this may induce a bias in the analyses that follow. In order to minimize this bias, we engaged several academics whose previous professional experience included executive and consulting positions.
The GrahamHarvey survey 2. Despite our preference for a panel of judges, we also pre-tested the questionnaire on a small sample of finance MBA students along the lines of Graham and Harvey (2001) and Brounen et al. (2004) . The results are qualitatively similar to those obtained from the panel of judges. 3. A scale commonly used in psychometric questionnaires, the Likert (1932) scale measures the respondent's degree of agreement with a given statement. The relationship between the elements of the scale is ordinal and not necessarily cardinal. Traditionally, a five point scale is the most widely used in survey research, although seven and nine point scales are also found in the literature. 4. Cohen's Kappa is a statistical measure of reliability between two judges that takes into account the agreement occurring by chance (Cohen, 1960) . A multiple judge agreement measure is Fleiss's Kappa (Fleiss, 1971) . 5. While the CVC indicates the equivalence of content, it does not provide the metric properties of the translated version (Vallerand, 1989 , Hernández-Nieto, 2002 . The metric properties of a survey concerns characteristics such as its validity, reliability, and consistency. 6. The translated and validated survey is currently being administered to Brazilian CFOs. The results will be reported in the future in a follow-up paper. 
